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SHOULDN’T YOU BE TALKING To USs ?

Welcome to the September issue of
“China Briefing” - we hope you have
all had relaxing holidays - back to the
groove with a commercial overview of
what’s going on and the opportunities
in Tibet - food for thought and we hope
you enjoy this special edition - proof
again that we really do get out there.

Upgraded China Briefing On-Line
We are happy to announce that the
on-line edition of China Briefing and
our popular "China Briefing Archives"
have been fully upgraded and are
now in full Acrobat PDF format
at  www.china-briefing.com. This
means you can now read the entire
publication, pictures and all, exactly
as it appears in print - on-line. One
small change - you need to register
your details prior to access, but other
than that it is still free. We know it
is used internationally as a valuable
information source so we trust you like
the new upgrade on the site.

Group Website Upgrades!
Not just content with upgrading "China
Briefing" we have also upgraded ALL
our Group sites. They are an additional
source of valuable information and
data about China so please click on the
following links for:
e China Market Research:
DSMR Ltd
www.DSMRChina.com

e Business Registration,
Licensing, Tax, and
Accounting:

Dezan Shira & Associates Ltd
www.dezshira.com

e Distribution, Transportation
& Warehousing:
China Logistics Ltd
www.PRCLogistics.com

Corporate Strategy:
Dezan Shira China Group Ltd
www.dezshirachina.com

Meetings with TAR in Lhasa

We have long been a fan of China's
"Go West" campaign - we see plenty
of opportunities for good product at
low cost and also a latent and massive
potential consumer market (see May
2002 issue of "China Briefing" for an
overview), and continued this, meeting
last month with the most senior
officials from the Tibet Autonomous
Region (TAR) who briefed us frankly
on the opportunities and investment
incentives available. We are already
involved with projects ranging from
cashmere wool production to rail
infrastructure, hydro-electricity &
tourism development and view Lhasa
as a key point in the development
of the Western regions. For further
information or assistance  with
projects in Tibet please contact us at:
info@dezshira.com.

Congratulations to Element Fresh,
new Shanghai Health restaurant
Well done to the team at Element Group
and the opening of their new restaurant
- located in the Shanghai Centre and
a source of great sandwiches -- my
favorite - grilled duck breast - and a
terrific take away service to boot. Call
them at (021) 6279 8682, or just visit
- the place to go for lunch in that area
with reasonable prices too, just on
the ground floor inside the Portman.
The Element Group are clients of
Dezan Shira & Associates Shanghai,
who provide their tax, licensing and
accounting services. Contact Chris
Devonshire-Ellis at Dezan Shira &
Associates on (021) 6279 8658 for info
on business registrations and taxes in
Shanghai.

Chris Devonshire-Ellis, Group
Chairman, pictured here with
Guo Jinlong, Party Secretary,
Tibet Autonomous Region.

Well done to Element Fresh,
new health food restaurant in
Shanghai, Managing Director
Sheldon  Habiger  (left)
pictured here with Chris,
Elements famous watermelon
smoothies at the ready!

Julia Ni, new Accounting Ser-
vices Manager, Dezan Shira &
Associates, Shanghai Office



DSMR Assist Standard Chartered
Bank Marketing in Shanghai

Our Market Research company,
DSMR Ltd, recently worked with the
Standard Chartered Bank to assist
with targeting new potential corporate
clients in Shanghai, providing a
client briefing breakdown, marketing
strategy and assistance with database
development for the bank's marketing
purposes in addition to prodding
letter-shopping and direct marketing
services. Stanchart now offer loan,
mortgage, electronic banking,
collection and full banking services
to the SME and corporate business
throughout China, with their China
HQ located in Shanghai and their new
business services office located in
Puxi. For further information on their
new expanded China banking services
please contact Cecilia Jiang, Business
Financial Services Manager, Standard
Chartered Bank, at (021) 6289 9928 x
51552. For information about running
marketing programmes in Shanghai
or elsewhere in China please contact
Allison Miller or Laetitia Heron-
Hilaire at DSMR on (021) 6279 7288
or email to info@DSMRChina.com.
Their comprehensive website outlining
China Supply Chain Management and
other market services is located at
www. DSMRChina.com.

New Accounting Services Staff in
Shanghai

Welcome to Julia Ni, who joins us
from the German Centre, joining
our Shanghai Office as Accounting
Services Manager, where she will
be responsible for handling client's
tax filings and corporate compliance.
Julia has seven years experience in
handling foreign invested enterprises
in China and speaks fluent English and
German.

Clariant Re-Structure China Ops
Well done to Clariant Chemicals in
Guangzhou, complete re-structuring
of their China operations following
acquisitions elsewhere, successfully
carried out by Dezan Shira &
Associates Shenzhen office. Clairant
have used our services for some five
years now and it is good to see them
expanding their operations in China.
Handled by Alberto Vettoretti, please
contact us at (0755) 8366 4120 or
email at alberto@dezshira.com for
info on setting up or re-structuring
business in South China.

With best regards;

Chris Devonshire-Ellis
Group Chairman

Well done to  Standard
Chartered Bank on the opening
of their new business service
office in Shanghai. Local
marketing  concerning  the
opening carried out by DSMR.
DSMR’s Allison Miller and
Jamie Gwynn pictured with
StanChart’s Cecilia Jiang.

Scott Swanson and the team at
Clariant China with Lydia Lin
of Dezan Shira & Associates
Shenzhen WFOE as part of
their China re-organisation.
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TAX FILING OBLIGATIONS FOR FOREIGN

BUSINESSES IN CHINA
By Chris Devonshire -Ellis, Dezan Shira & Associates

So you are looking at setting up shop in the PRC, and
need to know exactly what liabilities you have as regards
tax. Surprisingly, a question that is seemingly amazingly
diverse with a myriad of differing tales and stories as
regards what to do.

Partly this is due to regional differences, partly due to
uninformed so-called "China Experts muddying the
waters a bit. This is the real situation as regards tax filing
responsibilities in China: how much, when, and what you
have to do to get registered and in compliance.

Tax Registration

This MUST take place as soon as your business license is
issued normally within a month from obtaining the business
license. Some consultants and law firms do not include
this as part of their business licensing responsibilities so
check to make sure they are carrying out this work. Dezan
Shira & Associates provides this service for free but the
tax bureau charges for the tax registration. Basically, your
business license needs to be presented to the local tax office
for registration - a separate, "tax registration certificate"
will be issued. It is a serious offence not to have registered
for tax with hefty- fines being levied for noncompliance
so please ensure this is done. Even if your Representative
Office has tax exempt status, or if you have tax breaks and
holidays pending for your new operations you must still
register. If you are unsure you have registered or not, or
need to get registered, please contact our relevant regional
office, we'll check your documents for free and advise from
there.

Tax Liabilities-Representative Offices

If you are a Representative Office, you are liable for three
tax filing obligations: Business Tax, and Foreign Enterprise
Income Tax for the RO and Individual Income Tax for all
staff. For the RO taxes, combined these add up to @ 8-
10% of your declared RO expenses every month. So your
rent, salaries, and other operating expenses all need to be
calculated up, filed, and paid every month or every quarter
depending upon location. Under some circumstances, being
either your parent company is a manufacturing operation or
your RO is assisting with the purchase of goods in China,
you may be able to claim tax exemption, in which case,
dependent upon location, monthly tax filings may or may
not be required. If it is, the expenses are still recorded,
but the 'tax due' box is filled out as a zero. For staff, your
local Chinese staff will have their individual income tax
and welfare payments catered for by FESCO - a state
organization that handles all this for you. FESCO may even

pay directly your staff to their individual a/c every month
if so agreed. Alternatively, you internally or your local
consultant/agent can do the job. (See the December 2001
issue of "China Briefing" for a full explanation). So no
problem there - it is all done for you (allow about 45-60%,
location dependent, on top of basic wage to cater for this;
in some locations you can bargain a reduced fixed service
fee too!). Foreign staff must register for Individual Income
Tax if they are employed directly by the Representative
Office; with their tax filings normally filed monthly along
with the RO tax liabilities. Expat tax liabilities, including
rates against salaries, are covered in the July 2002 issue
of "China Briefing" so please check there for applicable
rates. Dezan Shira & Associates handle tax registration,
planning and RO expat tax filings across China so please
contact us if in need of clarifications or filing duties: info
@, dezshira.com. Our initial evaluation service is free of
charge so call us if in doubt about where you are with this.

Tax Liabilities --- Wholly Foreign Owned Enterprises
joint Ventures

The amounts depend upon a number of criteria, but are
catered for in total by Business Tax, Individual Income
Tax and Profits Tax as regards your operations and VAT
for sales.

Let's examine these:

Business Tax: The amount of business tax is dependent
upon the location and scope of business of your operation.
The location variable is based upon whether or not you are
sited in a free trade or other development zone, which may
reduce the amount due. The Scope of Business of your
operations also affects your Business tax rate, being based
upon specific industry activities. Typically it is between
3-8% of your gross turnover. Exemptions for this tax do
not apply as normal tax breaks in China without special
permission - so check if you should be paying or whether
you should be exempt. It is not part of the standard "100%
tax break for two years, 50% tax break for three years" tax
holiday which refers to Income (Profits) Tax only.

Individual Income Tax: As per mentioned in the
Representative  Offices  preceding paragraph  for
foreign employees, but for Chinese staff these do
not have to be engaged via FESCO, the company
can calculate, file and submit returns for all its staff
on its own. This saves on the FESCO service fee.
In either event, both local and expat individual tax
filings can be conducted by the operation directly.



Please refer again to the July 2002 issue of “China
Briefing” for details about ex pat staff filings and
liabilities, and to the Aril 2002 issue for dealing with
Chinese staff mandatory welfare payments.

It is wise when establishing or operating WFOE's to
have in place an accounting system to cater for this,
please contact us if requiring advise on setting this up,
training your staff, or calculations of pay-roll, expat tax
planning and effective tax structuring for your China
operations.

Foreign Enterprise Income (Profits) Tax: The national
rate in China is 30% (plus 3% of local tax, total 33%)
Regional variations may reduce this, especially in free
trade or other development or economic zones where the
rate may reduce to 15%. The Special Economic Zones
of Shenzhen, Xiamen, Shantou, Zhuhai and Hainan all
offer this rate, as do the specific Free Trade Zones in most
major cities nationally. It is this tax that is being referred
to when tax holidays of the "100% initial two years of
profitability, and 50% for next three years of profitability"
are being mentioned. This is a standard incentive so if in
a strong bargaining position you may be able to extend
the term if in encouraged industries", if exporting
the majority of your total production or if locating in
China's Western regions, Income Tax is settled once a
year upon annual audit and the Government approval
of this - full disclosure of the companies activities must
be made, with either your tax holiday, or your income
tax liability then kicking in. Upon settlement, you are
free to repatriate remaining monies back home. Further
reading, "China Briefing" March 2002: "Effective
Profits Maximization Strategies"'.

Other Taxes: These are very much dependent upon
specific circumstances, but may typically include:
Import Duty: As China has joined the WTO these are
being reduced over a period of five years, dependent
upon commodity, check to see what these are and over
what period reductions occur and to what level; VAT:

basically the system is similar to that in the West whereby
the VAT tax burden is passed on to the next ring of the
chain: 17% nationally, but some local Governments give
rebates against this - this practice is still offered by local
governments as incentives and it is not central Government
approved so don't rely on it in the longer term. In specific
locations like the Shenzhen and Hainan Special Economic
Zones, if the final product is made and sold within those
zones then VAT is not applicable in the process. Products
purchased in China for 100% export may be able to reclaim
back the VAT element either in part or in whole - note
though that this typically is a 6-9 month window before it
eventually gets re-credited so it will affect your cash flow
projections. In some cases, due to the fact that the local
National tax bureau in charge of VAT collection and refund
does not have the cash, then it could really take up to a year
and beyond to get a final settlement, if any!

Dezan Shira & Associates conduct tax registrations, tax
planning, tax filings and individual income tax filings and
planning on a national basis throughout China. Please call
us for a free assessment of your tax status if in doubt of your
situation, or if you require tax registration or filing services.
Please contanct:

Chris Devonshire-Ellis, Senior Partner, Dezan Shira &
Associates Ltd, at chris@dezshira.com for tax assessments
in Shanghai or Beijing;

Alberto Vettoretti, Partner, Dezan Shira &Associates Ltd,
at alberto@dezshira.com for assessments in South China,
Guangzhou, Dongguan, Shenzhen & Zhuhai, or our relevant
regional office for tax assessments elsewhere.

Email: info@dezshira.com
Website: www.dezshira.com

TO ACCESS CHINA, CALL US:

DEZAN SHIRA & ASSOCIATES

Business Registration, Corporate Structuring,
Tax & Accounting Services Throughout China

BEIJING: TEL:(010) 6513 2164
SHANGHALI: TEL:(021) 6279 8658
GUANGDONG: TEL:(0755) 8366 4120
HONG KONG: TEL:(852) 2376 0339

EMAIL: info@dezshira.com
WEBSITE: www.dezshira.com

Dezan Shira & Associates is a Dezan Shira China Group Company




The Alternatives When It Comes To Your Tax Filing.
Dezan Shira & Associates Accounting Directors.

YOUR MONTHLY TAX FILING.
IS IT UP TO YOUR DESIRED STANDARDS?

It’s important to get your tax filing right in China. Fines, penalties, on-going accounts
management and reporting can all be problematic if your tax filing or licence renewals
are not in order. Are you satisfied that they are?

We at Dezan Shira & Associates provide Western Management of your monthly tax
obligations at close-to-local rates. If you’re torn between the expense of the big four,
and the lack of service form local firms, then we are the solution.

With local, highly qualified Chartered Accountants, fluent in English and Mandarin,
managed by Western experts, Dezan Shira &Assorciates provide a national service of
tax filing, accounting and general consultancy to clients across the PRC. Why not
compare us with your existing supplier?

Western Service. Local Rates.
Dezan Shira & Associates.

For a free comparison of ourselves versus your existing
suppliers, email us today at: info@dezshira.com
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JUST IN CASE YOU GET SENT TO:

LHASA

Lhasa has long been well known as a
sort of mystical Shangri-La sited “on
the top of the world” but only now
is beginning to develop into user-
friendly business and commerce. It
is worth mentioning that it is not like
anywhere else in China and certain
precautions need to be taken, even
for the fit and healthy - altitude is a
problem when visiting here - during
the summer oxygen content this high
is 75% of that at sea level and in the
winter just 50%, so beware of Altitude
Mountain Sickness (AMS) - it will
affect you. AMS basically has to be
put up with for the first three days - do
not drink any alcohol, have plenty of
water to hydrate, be aware you will
be short of breath and have a few
sleepless nights. Take some panadol
with you - headaches are common for
the first few days. Take it easy, and
do not rush about. This makes it an
ideal time to visit the Potala Palace,
Jokhang Temple and wander around
the Barkhor market - relax, and take it
casy. After three days your body will
have adapted and you will be fine.

Hotels? For business, we recommend
the Lhasa Hotel (previously the
Holiday Inn; tel 0891 6832221,
email: sales@public.ls.xz.cn), which
is expensive but has all the facilities
you need. Otherwise the Yak Hotel
(0891 6323687) is better located in
the Tibetan quarter near to the Potala
Palace, the Barkhor Market and a
variety of ethnic shops and bars.
Smaller and cheaper hotels and guest
houses of the backpacking variety arc
also located here.

For bars and cafe's, Lhasa is slowly
starting to develop, internet cafes are
appearing and are relatively cheap.
The Dunya Restaurant next to the
Yak Hotel has an excellent selection
of food and beer (Tibetan Barley
"Qingke"" beer is superb), as does the
"Chang Lha Metok"

Bar just across the street, which
also houses an art gallery and tattoo
parlour, we can also recommend the
"Tibet Traveller" bar - turn right out
of the Yak Hotel, first left and it is 100
yards on the right - other bars in the
vicinity also offer internet access, beer,
western and local snacks as well as a
variety of travelers reading material
and souvenirs.

We will not go into detail here about
the main tourist sights, which are
adequately covered in books such as
“'Lonely Planet" -- but we will point
you in the direction of business. Lhasa
has a foreign investment office who
we found to be helpful, pragmatic
and useful. Lhasa has three companies
listed on the Shanghai bourse
and a myriad of smaller ventures.
Joint Ventures here include carpet
manufacturing, restaurants, hotels, so
ask and have a look at how business is
conducted in Tibet.

Getting about in Tibet is basically all
about hiring taxis locally (10 kwai flat
fare wherever you go in Lhasa) or Land
Cruisers or Minibuses for longer trips.
Gyantsc, Shigatse, and Nyingtri are
the only other real commercial centers
in Tibet and all possess factories and
reasonably developed infrastructure
although the roads may on occasion be
difficult to access - check beforehand
if weather is permitting you to get to
where you want to be - and get back!

Tibet is developing - slowly - and
is certainly in need of better tourist
facilities and all the spin off services
that support the industry. If traveling
to assess the opportunities allow
yourself at least a week - this is still
the wild west and things don't always
go according to plan this far out. But
for an experience and access to a
unique area its well worth the effort
and commercial potential here is real.
Have fun, do not get AMS and enjoy!

The Potala Palace - a must see
and well worth the trip while
recuperating form the high
altitude.

Eco-tourism opportunities are
vast in this enigmatic region.

Surgeon General’s Warning-
standing for long periods in
Tibetan temples may seriously
damage your lungs.



